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Welcome  to  ou r  sp r ing  ed i t i on  o f  F inanc i a l  Hor i zons .  I  am p l ea sed  to
p r e s e n t  i n  t h i s  i s s u e  a  s u m m a r y  o f  o u r  2 0 0 3  C o m p r e s h e n s i v e  A n n u a l
F inanc ia l  Repor t ,  cove r ing  l a s t  f i s ca l  yea r ,  Ju ly  1 ,  2002  th rough  June  30 ,
2003 .  Af t e r  two  yea r s  o f  a  down  inves tmen t  marke t ,  t he  ASRS fund
r e t u r n e d  t o  p o s i t i v e  t e r r i t o r y ,  w i t h  a n  o v e r a l l  r a t e  o f  r e t u r n  o f  2 . 4  p e r c e n t .

H o w e v e r ,  e v e n  m o r e  e n c o u r a g i n g  i s  o u r  r a t e  o f  r e t u r n  f o r  c a l e n d a r  y e a r
2 0 0 3 ,  w h i c h  w a s  2 4 . 9  p e r c e n t .  O u r  t o t a l  f u n d  n o w  s t a n d s  a t  j u s t  o v e r  $ 2 1
bi l l ion  a f te r  pay ing  ou t  benef i t s  o f  $1 .2  b i l l ion  in  f i sca l  2003 .

T h e r e  h a s  b e e n  q u i t e  a  b i t  o f  n e w s  l a t e l y  r e l a t e d  t o  r e t i r e m e n t .  T h e  s t a t u s
o f  S o c i a l  S e c u r i t y  a n d  M e d i c a r e  p r o g r a m s  h a s  b e e n  d e b a t e d  a t  t h e  f e d e r a l
l e v e l .  S o m e  w o r k e r s  a r e  u n d e r s t a n d a b l y  n e r v o u s  a b o u t  t h e i r  f u t u r e
re t i r emen t .  We  a t  t he  Ar i zona  S ta t e  Re t i r emen t  Sys t em wan t  ou r  members
t o  k n o w  t h a t  t h e i r  p e n s i o n  p l a n  i s  s a f e ,  a n d  i t  w i l l  b e  t h e r e  w h e n  y o u
re t i r e .Unde r  t he  Ar i zona  Cons t i t u t i on ,  t he  ASRS fund  i s  ava i l ab l e  so l e ly
f o r  t h e  i n t e r e s t s  o f  m e m b e r s  a n d  b e n e f i c i a r i e s .

I n  a n  e f f o r t  t o  m i n i m i z e  f u t u r e  i n c r e a s e s  i n  c o n t r i b u t i o n  r a t e s ,  a n d  t o
max imize  funds  ava i l ab le  fo r  fu tu re  pe rmanen t  bene f i t  i nc reases ,  we  have
b e e n  u n d e r t a k i n g  a n  a g e n c y - w i d e  r e v i e w  o f  o u r  p r o g r a m s  a n d  h o w  w e
of f e r  t hem to  ensu re  t hey  a r e  equ i t ab l e  and  e f f i c i en t .  Recen t ly ,  t he  ASRS
a p p r o v e d  t h e  c h a r g i n g  o f  i n t e r e s t  o n  P a y r o l l  D e d u c t i o n  A g r e e m e n t s .  Y o u
c a n  r e a d  m o r e  a b o u t  t h a t  o n  P a g e  2 .

We  have  a l so  made  a  mod i f i c a t i on  t o
o u r  i n v e s t m e n t  p o r t f o l i o  m i x ,  a d d i n g  a  n e w  a s s e t  c l a s s  o f  r e a l  e s t a t e .  W e
b e l i e v e ,  a n d  a n  i n d e p e n d e n t  c o n s u l t a n t  r e p o r t  a g r e e d ,  t h a t  b y  s h i f t i n g  a
sma l l  po r t i on  o f  ou r  po r t fo l i o  t o  r ea l  e s t a t e  –  app rox ima te ly  s i x  pe r cen t  –  we
b r i n g  a  b e t t e r  b a l a n c e  t o  t h e  o v e r a l l  i n v e s t m e n t  m i x  s t r a t e g y .

W e  a r e  a l s o  w a t c h i n g  c l o s e l y  o u r  a g e n c y  b u d g e t .  Y o u  m a y  h a v e  n o t i c e d  t h a t
y o u  h a v e  n o t  r e c e i v e d  t h i s  n e w s l e t t e r  s i n c e  l a s t  s u m m e r .  W e  h a v e  p r o d u c e d
F inanc i a l  Hor i zons  on  a  qua r t e r ly  bas i s  i n  t he  pas t .  Th i s  yea r ,  howeve r ,  we
s c a l e d  b a c k  t o  j u s t  t w o  e d i t i o n s  f o r  t h e  y e a r .  T h a t  w i l l  g e n e r a t e  a  s a v i n g s  o f
app rox ima te ly  $250 ,000 .  We  hope  you  do  no t  f i nd  t h i s  an  i nconven i ence .  The
l a s t  t h i n g  w e  w a n t  t o  d o  i s  t o  f a i l  i n  p r o v i d i n g  y o u  w i t h  i n f o r m a t i o n  o n  y o u r
r e t i r e m e n t  p l a n .  T h e  A S R S  r e c e n t l y  r e d e s i g n e d  o u r  w e b s i t e ,  w h i c h  i s  u p d a t e d
o n  a l m o s t  a  d a i l y  b a s i s  w i t h  n e w s  a n d  i n f o r m a t i o n .  W e  p r o d u c e  a  W e e k l y
Bul le t in  o f  ASRS and  re t i r ement - re l a t ed  news ,  which  i s  ava i l ab le  by  emai l  and
i s  pos t ed  t o  ou r  webs i t e .  I f  you ’d  l i ke  t o  r ece ive  ou r  e l ec t ron i c  Week ly
U p d a t e ,  p l e a s e  s e n d  a  n o t e  w i t h  y o u r  e m a i l  a d d r e s s  t o
miche l l e f@as r s . s t a t e . a z .u s

A S R S  B o a r d  M e m b e r  S t e v e n  Z e m a n
( c e n t e r )  h o l d s  a  C e r t i f i c a t e  o f
A c h i e v e m e n t  p l a q u e  r e c e n t l y  a w a r d e d  t o
t h e  A S R S  b y  t h e  G o v e r n m e n t  F i n a n c e
O f f i c e r s  A s s o c i a t i o n  o f  t h e  U n i t e d  S t a t e s
a n d  C a n a d a  i n  r e c o g n i t i o n  f o r  t h e  A S R S
2 0 0 3  C o m p r e h e n s i v e  A n n u a l  F i n a n c i a l
R e p o r t .  A l s o  p i c t u r e d  ( f r o m  l e f t  t o  r i g h t )
a r e  A S R S  s t a f f  m e m b e r s  N a n c y  L i n s s e n ,
D e p u t y  D i r e c t o r  f o r  F i n a n c i a l  S e r v i c e ;
A S R S  D i r e c t o r  P a u l  M a t s o n ;   A n t h o n y
G u a r i n o ,  C h i e f  O p e r a t i o n s  O f f i c e r ;  a n d
A S R S  C o m p t r o l l e r  J a n  H o l t .  T h i s  w a s  t h e
1 5 t h  c o n s e c u t i v e  y e a r t h e  A S R S  h a s
r e c e i v e d  t h e  p r e s t i g o u s  a w a r d .

           -  C o n t i n u e d  o n  p a g e  7
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A S R S  W e l c o m e s  N e w  B o a r d  o f  T r u s t e e  M e m b e r s
G o v e r n o r  J a n e t  N a p o l i t a n o  h a s  a p p o i n t e d  t h r e e  n e w  T r u s t e e s  t o  s e r v e  o n  t h e  A S R S  B o a r d .  T h e y  a r e :

>  M i c h a e l  F .  T o w n s e n d  o f  F l a g s t a f f .  M r  T o w n s e n d  s e r v e s  a s  f i n a n c e  d i r e c t o r  f o r  C o c o n i n o  C o u n t y  a n d
w i l l  r e p r e s e n t  p o l i t i c a l  s u b d i v i s i o n s .
>  A n n e  L .  M a r i u c c i ,  o f  P h o e n i x .  M s .  M a r i u c c i ,  a  c o - o w n e r  o f  t h e  P h o e n i x  M e r c u r y ,  h a s  a n  e x t e n s i v e
b a c k g r o u n d  i n  p r i v a t e  b u s i n e s s  a n d  w i l l  r e p r e s e n t  t h e  p u b l i c .
>  J a i m e  G u t i e r r e z  o f  T u c s o n .  M r .  G u t i e r r e z  i s  a  f o r m e r  s t a t e  l e g i s l a t o r  a n d  s e r v e s  a s  A s s i s t a n t  V i c e
P r e s i d e n t  f o r  C o m m u n i t y  R e l a t i o n s  a t  t h e  U n i v e r s i t y  o f  A r i z o n a .  H e  w i l l  r e p r e s e n t  e d u c a t o r s .

T h e  g o v e r n o r  a l s o  r e - a p p o i n t e d  K a r l  P o l e n  J r .  t o  a  f o u r t h  t h r e e - y e a r  t e r m .  M r .  P o l e n ,  E x e c u t i v e  V i c e
P r e s i d e n t  o f  t h e  P i v o t a l  G r o u p  i n  P h o e n i x ,  c u r r e n t l y  s e r v e s  a s  B o a r d  C h a i r p e r s o n ,  a n d  r e p r e s e n t s  t h e
p u b l i c .

B o a r d  o f  T r u s t e e  m e m b e r s  a r e  a p p o i n t e d  t o  t h r e e - y e a r  t e r m s  b y  t h e  g o v e r n o r  a n d  c o n f i r m e d  b y  t h e
s t a t e  S e n a t e .  E a c h  T r u s t e e  r e p r e s e n t s  a  s p e c i f i c  s e g m e n t  o f  t h e  A S R S  m e m b e r s h i p ,  i n c l u d i n g  s t a t e
e m p l o y e e s ,  t h e  e d u c a t i o n  c o m m u n i t y ,  r e t i r e e s ,  p o l i t i c a l  s u b d i v i s i o n s  a n d  t h e  p u b l i c  a t  l a r g e .  T h e  B o a r d
m e e t s  m o n t h l y .  M e e t i n g  a g e n d a s  a n d  p a s t  m e e t i n g  m i n u t e s  m a y  b e  f o u n d  o n  o u r  w e b s i t e  a t
w w w . a s r s . s t a t e . a z . u s .

A S R S  H i r e s  G o v e r n m e n t  R e l a t i o n s  O f f i c e r
T h e  A r i z o n a  S t a t e  R e t i r e m e n t  S y s t e m  i s  p l e a s e d  t o  a n n o u n c e  t h e  a d d i t i o n  o f  D e n i s s e  G e e  a s  i t s  n e w
G o v e r n m e n t  R e l a t i o n s  O f f i c e r .

M s .  G e e  c o m e s  t o  t h e  A S R S  f r o m  t h e  A r i z o n a  S t a t e  L e g i s l a t u r e  w h e r e  s h e  h a d  s e r v e d  a s  a  l e g i s l a t i v e
r e s e a r c h  a n a l y s t  f o r  t h e  S e n a t e .  I n  h e r  p o s i t i o n  w i t h  t h e  A S R S ,  M s .  G e e  w i l l  b e  r e s p o n s i b l e  f o r
w o r k i n g  w i t h  t h e  L e g i s l a t u r e  o n  r e t i r e m e n t - r e l a t e d  l e g i s l a t i o n .  P r i o r  t o  s e r v i n g  a t  t h e  A r i z o n a
L e g i s l a t u r e ,  M s .  G e e  s e r v e d  a s  a  l e g i s l a t i v e  a n d  b u d g e t  a n a l y s t  f o r  t h e  H a w a i i  S t a t e  L e g i s l a t u r e .

Member  News

www.asrs.state .az.usASRS 2

A S R S  t o  C h a r g e  I n t e r e s t  o n  P a y r o l l  D e d u c t i o n  A g r e e m e n t s  o n  J u l y  1
T h e  A r i z o n a  S t a t e  R e t i r e m e n t  S y s t e m  w i l l  b e g i n  t o  c h a r g e  i n t e r e s t  o n  a l l  P a y r o l l  D e d u c t i o n  A g r e e m e n t s
w i t h  a  S e r v i c e  P u r c h a s e  r e q u e s t  d a t e  m a d e  o n  o r  a f t e r  J u l y  1 ,  2 0 0 4 .  A n  o r i g i n a l  n o t i c e  h a d  c a l l e d  f o r  a n
A p r i l  1 ,  2 0 0 4  i m p l e m e n t a t i o n ;  h o w e v e r ,  a t  i t s  M a r c h  1 9  m e e t i n g ,  t h e  B o a r d  o f  T r u s t e e s  m o v e d  t h e  d a t e
b a c k  t o  J u l y  1  t o  a f f o r d  m e m b e r s  a d d i t i o n a l  t i m e  t o  p r e p a r e  f o r  t h e  c h a n g e .

P a y r o l l  D e d u c t i o n  A g r e e m e n t s  a r e  c o n t r a c t s  t h a t  m a y  b e  s e t  u p  b e t w e e n  a  m e m b e r  a n d  t h e i r  e m p l o y e r  f o r
t h e  p u r p o s e  o f  m a k i n g  p a y m e n t s  t o w a r d  S e r v i c e  P u r c h a s e  o f  p r e v i o u s  y e a r s  w o r k e d  a t  a n o t h e r  q u a l i f i e d
e m p l o y e r  p l a n  t h a t  c a n  a d d  t o  a  m e m b e r ’ s  p e n s i o n  b e n e f i t  u p o n  r e t i r e m e n t .

P r e v i o u s l y ,  t h e  A S R S  a l l o w e d  p a y r o l l  d e d u c t i o n  p a y m e n t s  o v e r  a  p e r i o d  o f  t i m e  t o  b e  m a d e  w i t h o u t
i n t e r e s t .  T h e  A S R S  w i l l  b e g i n  t o  c h a r g e  i n t e r e s t  o n  a l l  n e w  P a y r o l l  D e d u c t i o n  A g r e e m e n t s  w i t h  a  S e r v i c e
P u r c h a s e  r e q u e s t  d a t e  o f  J u l y  1 ,  2 0 0 4  o r  a f t e r .  T h e  i n t e r e s t  r a t e  i s  s e t  a t  8  p e r c e n t ,  t h e  A S R S  i n t e r e s t
e a r n i n g s  r a t e .   E x i s t i n g  P D A s  a r e  n o t  a f f e c t e d .

T h e  B o a r d  a u t h o r i z e d  t h e  i n t e r e s t  c h a r g e  i n  a n  e f f o r t  t o  e n s u r e  n o n - P D A  p a r t i c i p a n t s  d o  n o t  a b s o r b  t h e
c o s t  o f  t h e  P D A  p r o g r a m ,  t o  m i n i m i z e  f u t u r e  c o n t r i b u t i o n  r a t e  i n c r e a s e s  a f f e c t i n g  a l l  A S R S  m e m b e r s  a n d
e m p l o y e r s ,  a n d  t o  m a x i m i z e  f u n d s  a v a i l a b l e  f o r  f u t u r e  p e r m a n e n t  b e n e f i t  i n c r e a s e s .

T o  l e a r n  m o r e  a b o u t  S e r v i c e  P u r c h a s e  a n d  P a y r o l l  D e d u c t i o n  A g r e e m e n t s ,  p l e a s e  s e e  t h e  S e r v i c e
P u r c h a s e  F a c t  S h e e t  o n  o u r  w e b s i t e ,  o r  c a l l  o u r  M e m b e r  S e r v i c e s  D i v i s i o n  a t  ( 6 0 2 )  2 4 0 - 2 0 0 0  i n  m e t r o
P h o e n i x ,  ( 5 2 0 )  2 3 9 - 3 1 0 0  i n  m e t r o  T u c s o n ,  o r  t o l l - f r e e  a t  ( 8 0 0 )  6 2 1 - 3 7 7 8 .
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ASRS Ca l e nda r
The  Member  Se rv ices  Div i s ion  o f  the  ASRS conduc t s  educa t iona l  mee t ings  tha t  a re  ava i l ab le  to  a l l  members .
Rese rva t ions  a re  r equ i r ed  and  can  be  made  by  ca l l i ng  ou r  o f f i ce s  a t  (602)  240-2000  in  Phoen ix ,  (520)  239-3100  in  Tucson
and  1  (800 )  621 -3778  ou t s ide  Phoen ix  and  Tucson .  S e m i n a r s  a re  des igned  fo r  member s  who  a re  be tween  one  and  f ive
yea r s  f rom re t i r emen t  wh i l e  Group  Meet ings  a r e  o f fe red  to  members  who  a re  wi th in  one  yea r  o f  r e t i r emen t .

A S R S  G r o u p  M e e t i n g s  a n d  S e m i n a r  s c h e d u l e s  m a y  a l s o  b e  f o u n d  o n
 o u r  w e b s i t e  a t  w w w . a s r s . s t a t e . a z . u s    C l i c k  o n  " C a l e n d a r . "
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May 18 ,  9  a .m . ,  Phoen ix
M a y  1 9 ,  2  p . m . ,  P h o e n i x
May  22 ,  9  a .m . ,  Phoen ix
M a y  2 5 ,  4  p . m . ,  P h o e n i x
M a y  2 6 ,  2  p . m . ,  P h o e n i x
May  28 ,  9  a .m . ,  Phoen ix
M a y  2 8 ,  9  a . m . ,  T u c s o n

June  2 ,  2  p .m . ,  Phoen ix
J u n e  3 ,  4  p . m . ,  T u c s o n
June  4 ,  9  a .m. ,  Phoen ix
June  5 ,  9  a .m. ,  Phoen ix
J u n e  8 ,  1  p . m . ,  T u c s o n
June  4 ,  4  p .m . ,  Phoen ix
June  9 ,  2  p .m . ,  Phoen ix
June  11 ,  9  a .m. ,  Phoen ix
June  14 ,  4  p .m . ,  Phoen ix
June  15 ,  9  a .m. ,  Phoen ix
June  16 ,  2  p .m . ,  Phoen ix
J u n e  1 7 ,  9  a . m . ,  T u c s o n
J u n e  2 2 ,  4  p . m . ,  T u c s o n
June  22 ,  4  p .m . ,  Phoen ix
June  25 ,  9  a .m. ,  Phoen ix
June  28 ,  4  p .m . ,  Phoen ix
J u n e  2 8 ,  4  p . m . ,  T u c s o n
June  30 ,  2  p .m . ,  Phoen ix

J u l y  8 ,  9  a . m . ,  T u c s o n
Ju ly  9 ,  9  a .m . ,  Phoen ix
J u l y  1 2 ,  4  p . m . ,  P h o e n i x

J u l y  1 4 ,  2  p . m . ,  P h o e n i x
J u l y  1 5 ,  9  a . m . ,  T u c s o n
Ju ly  17 ,  9  a .m . ,  Phoen ix
J u l y  2 0 , 4  p . m . ,  T u c s o n
J u l y  2 0 ,  4  p . m . ,  P h o e n i x
J u l y  2 1 ,  2  p . m . ,  P h o e n i x
Ju ly  23 ,  9  a .m . ,  Phoen ix
J u l y  2 6 ,  4  p . m . ,  P h o e n i x
J u l y  2 8 ,  2  p . m . ,  P h o e n i x
J u l y  2 9 ,  4  p . m . ,  T u c s o n
Ju ly  30 ,  9  a .m . ,  Phoen ix

A u g u s t  2 ,  4  p . m . ,  P h o e n i x
A u g u s t  3 ,  1  p . m . ,  T u c s o n
A u g u s t  4 ,  2  p . m . ,  P h o e n i x
Augus t  6 ,  9  a .m . ,  Phoen ix
A u g u s t  9 ,  4  p . m . ,  T u c s o n
Augus t  10 ,  4  p .m . ,  Phoen ix
Augus t  11 ,  2  p .m . ,  Phoen ix
Augus t  13 ,  9  a .m. ,  Phoen ix
Augus t  16 ,  4  p .m . ,  Phoen ix
Augus t  18 ,  2  p .m . ,  Phoen ix
A u g u s t  1 9 ,  9  a . m . ,  T u c s o n
Augus t  21 ,  9  a .m. ,  Phoen ix
Augus t  24 ,  4  p .m . ,  Phoen ix
Augus t  25 ,  2  p .m . ,  Phoen ix
Augus t  27 ,  9  a .m. ,  Phoen ix
A u g u s t  2 7 ,  9  a . m . ,  T u c s o n
Augus t  30 ,  4  p .m . ,  Phoen ix

J u n e  5 ,  9  a . m . ,  T u c s o n
June  10 ,  9  a .m. ,  Phoen ix
J u n e  1 5 ,  1  p . m . ,  T u c s o n
June  19 ,  9  a .m. ,  Phoen ix
June  24 ,  9  a .m. ,  Phoen ix
J u n e  2 4 ,  1  p . m . ,  T u c s o n

Ju ly  8 ,  9  a .m . ,  Phoen ix
J u l y  1 0 ,  9  a . m . ,  T u c s o n
J u l y  2 1 ,  1  p . m . ,  T u c s o n
Ju ly  24 ,  9  a .m . ,  Phoen ix
Ju ly  29 ,  9  a .m . ,  Phoen ix
J u l y  3 0 ,  1  p . m . ,  T u c s o n

Augus t  12 ,  9  a .m. ,  Phoen ix
A u g u s t  1 4 ,  9  a . m . ,  T u c s o n
Augus t  19 ,  9  a .m. ,  Phoen ix
Augus t  28 ,  9  a .m. ,  Phoen ix

G r o u p  M e e t i n g s S e m i n a r s

* *  Off ic ia l  Not ice  *  *

Mi l i tary  Serv ice  Purchase  Reca lcu lat ion

L e g i s l a t i o n  p a s s e d  i n  t h e  l a s t  s e s s i o n  r e q u i r e s  t h e  A r i z o n a  S t a t e  R e t i r e m e n t  S y s t e m  t o  r e c a l c u l a t e  t h e  c o s t  o f
m i l i t a r y  s e r v i c e  p u r c h a s e d  p r i o r  t o  J u l y  2 0 ,  1 9 9 6  b y  m e m b e r s  –  a c t i v e ,  r e t i r e d  o r  d e c e a s e d  –  a n d  t o  p r o v i d e
r e f u n d s ,  p l u s  i n t e r e s t .  T h e  r e f u n d s  a r e  b a s e d  o n  t h e  d i f f e r e n c e  i n  t h e  c o s t s  o f  p u r c h a s i n g  s e r v i c e  p r i o r  t o  J u l y
2 0 ,  1 9 9 6 ,  a n d  t h e  c o s t  o f  s e r v i c e  p u r c h a s e  a f t e r  t h a t  d a t e .

I f  y o u  p u r c h a s e d  m i l i t a r y  s e r v i c e  p r i o r  t o  J u l y  2 0 ,  1 9 9 6 ,  y o u  m a y  b e  e n t i t l e d  t o  a  r e f u n d .  I f  y o u  h a v e  q u e s t i o n s  o r
need  more  informat ion ,  p lease  ca l l  the  ASRS Member  Serv ices  Div is ion  a t :   602-240-2000 in  Phoenix ,  520-239-
3100  in  Tucson ,  and  ou t s ide  t he  me t ro  a r ea s  a t  800 -621-3778 .



2002-03  Annua l  F i n anc i a l  Rep o r t  Summary

Below is a snapshot of the Arizona State Retirement
System’s membership as of June 30, 2003

TOTAL MEMBERSHIP 397,088

NON-RETIRED MEMBERS
Total Number of Active Members 202,398
Number of State Employees   44,492
Number of Teachers   64,406
Number of Political Subdivision Employees   93,500
Average Age                              44.6
Average Years of Service                    8.5
Average Annual Salary            $ 33,998
Total Number of Inactive Members 123,365

RETIRED & LTD MEMBERS (PLAN)
Total Number of Retired Plan Members   64,697
Average Age      70.1
Average Years of Service      18.7
Average Monthly Benefit $  1,401
Total Number of Long-Term Disability Members     4,561

RETIRED MEMBER (SYSTEM)

Total Number of Retired System Members     1,709

Schedule of Investments
The following shows the fair value of the ASRS

ending June 30, 2003, in thousands

Corporate Equity Securities $13,405,901

Corporate Debt Securities $  1,454,699

U.S. Treasury & Government
 Agency Securities $  3,352,902

Real Estate $        30,212

Temporary Investments $  3,329,996

Net Payables on Transactions $ (2,928,307)

TOTAL PORTFOLIO $18,645,403

Market  Va lue

I n t ' l
H o l d i n g s

1 6 . 5 %

U.S
Equi ty
57.1%

U.S .  F ixed
Income
26.4%

Quest ion :
H o w  i s  m y  m o n e y  i n v e s t e d  a t  t h e
A S R S ?

Answer:
T h e  p i e  c h a r t  b e l o w  s h o w s  h o w  t h e
A S R S  i n v e s t e d  y o u r  m o n e y  a s  o f
June  30 ,  2003 .   The  way  t he  f unds
a r e  a l l o c a t e d  p l a y s  a  s i g n i f i c a n t
r o l e  i n  o u r  f i n a n c i a l  s u c c e s s .
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Investment Portfolio Components

U.S.  Treasury  &
G o v ' t  A g e n c y

 S e c u r i t i e s

C o r p o r a t e
Debt

S e c u r i t i e s

Temporary
Inves tments

R e a l  E s t a t e  &
M o r t g a g e

C o r p o r a t e
Equity

S e c u r i t i e s

7 0 %
6 5 %
6 0 %
5 5 %
5 0 %
4 5 %
4 0 %
3 5 %
3 0 %
2 5 %
2 0 %
1 5 %
1 0 %

5 %
0 %

6 2 . 1 4 %

6 . 7 4 %

1 5 . 5 4 %

0 . 1 4 %

1 5 . 4 4 %

( I n c l u d i n g  S e c u r i t i e s  L e n d i n g )



2002-03  Annua l  F i n anc i a l  Rep o r t  Summary

$178,464,304
$178,464,304
$91,567,731

$1,984,281
$5,430,377,759

$17,365,659,227
$0
$0

$6,742,753
$30,651,097

$278,871,837
$157,823,144

$2,813,796

$23,723,420,233

Receipts
Member Contributions
Employer Contributions
Member Purchase of Service
Transfers from Other
Retirement Systems
Short-term Securities Matured & Sold
Investments Matured & Sold
Real Estate Sold
Mortgage Principal Payments & Sales
Building Revenue
Securities Lending Program
Interest
Dividends
Miscellaneous

TOTAL RECEIPTS

Disbursements
Retirement, Disability & Subsidy Payments
Death Benefits
Refunds to Withdrawing Members
Transfers to Other
Retirement Systems
Short-term Investments Purchased
Investments Purchased
Securities Program Lending
Program Charges
Investment Manager Fees
Building Expenses
Adminstrative Expenses
Miscellaneous

TOTAL DISBURSEMENTS

$1,206,719,998
$15,861,343
$35,975,884

$7,465,910
$5,715,822,457

$16,664,480,591

$24,786,285
$17,277,708
$5,522,753

$22,818,283
$4,610,582

$23,721,332,794

Financia l  Annual  Repor t  Summary
Schedule  o f  Cash  Rece ip ts  &  Cash  D isbursements

C A S H  B A L A N C E ,  b e g i n n i n g  o f  f i s c a l  y e a r $13 ,011 ,948
C A S H  B A L A N C E ,  e n d  o f  f i s c a l  y e a r $ 1 5 , 0 9 9 , 3 8 6
N E T  I N C R E A S E ,  c a s h  b a l a n c e $ 2 , 0 8 7 , 4 3 8

Actuarial Accrued Liabilities
Liabilities due to Members’ Benefits
Retirement Benefits $  10,435,386,360
Health Insurance Premium Supplement $      851,386,523
Disability Deferred Retirement Benefits $      207,034,730
Pre-Retirement Death Benefits $      236,526,342
Withdrawal Benefits $      324,951,254
TOTAL ACTIVE MEMBERS $  12,055,285,209

Inactive Members $      819,702,224

Retired Members and Beneficiaries $  10,017,088,581
Disabled Members (Deferred Retirement) $      328,285,163
Benefit Increases for other-than-plan-participants $        12,589,518
Total Present Value of Benefits $ 23,232,950,695

Reserve for “Excess Investment Earnings” Benefit Increase $   1,070,688,752
Total Actuarial Accrued Liability $ 24,303,639,447

Actuarial Value of Assets $ 23,516,898,511

Unfunded Actuarial Accrued Liability $      786,740,936
Amortization of Unfunded Actuarial Accrued Liability $        64,941,767
Normal Cost for the Year $      951,116,145
Total Contribution for the Year $   1,016,057,912
Total Covered Payroll (projected to 2003/2004 plan year) $   7,296,827,756

Statement  o f  P lan  Net  Assets  &  Fund Ba lance
-  Actuar ia l  Valuat ion for  Fiscal  Year  2003

Required  Employee  & Employer

Contr ibut ions as a  Percentage

of  Pay for  Fiscal  Year  2004-2005:

Employee  Por t ion
   5 .70%

Employer  Por t ion
   5.70%

Total

 11.40%
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ASRS Miss ion  Statement
The mission of the Arizona State Retirement System is to contribute towards i ts members '  long-term financial security by providing retirement,  disabili ty,  survivors '  and

health insurance benefits;  and by counseling and disseminating information to its members.

For  Y ou r  In f o rma t i o n
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ASRS offers Optional Premium Benefit Program

R e t i r e d  M e m b e r s

T h e  A S R S ,  i n  c o n j u n c t i o n  w i t h  W a t s o n  W y a t t ,  t h e  A S R S  b e n e f i t s  c o n s u l t a n t ,  i s  i n  t h e  p r o c e s s  o f  e v a l u a t i n g
p r o p o s a l s  s u b m i t t e d  b y  s i x  v e n d o r s  s e e k i n g  t o  p r o v i d e  h e a l t h  c a r e  b e n e f i t s  t o  r e t i r e e s .

The  s i x  vendo r s  t ha t  r e sponded  t o  t he  ASRS Reques t  f o r  P roposa l  f o r  Re t i r ee  Med ica l  Bene f i t s  P rog ram were
Uni t ed  Hea l thca re ,  Humana ,  Banke r s  L i f e  and  Casua l ty ,  Coresou rce ,  Sc r ip tSave  ( t he  cu r r en t  p rovde r  o f  t he  ASRS
d i scoun t  d rug  ca rd ) ,  and  Pac i f iCa re  ( t he  cu r r en t  ASRS r e t i r ee  hea l t h  ca r e  p rov ide r ) .

T h e  p r o p o s a l s  w i l l  b e  r e v i e w e d  o v e r  t h e  c o m i n g  m o n t h s ,  w i t h  a  n e w  c o n t r a c t  e x p e c t e d  t o  b e  a w a r d e d  a t  t h e  J u n e
Board  o f  T rus t ee s  mee t ing ,  fo r  t he  pe r iod  beg inn ing  Jan .  1 ,  2005 .  The  ASRS Board  o f  T rus t ee s ,  i t s  execu t ive
m a n a g e m e n t  a n d  s t a f f  a r e  c o m m i t t e d  t o  e f f e c t i v e l y  s t u d y i n g  a n d  o f f e r i n g  w o r k a b l e  s o l u t i o n s  t o  t h e  d e l i v e r y  o f
a p p r o p r i a t e  h e a l t h  c a r e  o p t i o n s  f o r  o u r  r e t i r e e s  a n d  e l i g i b l e  d e p e n d e n t s .

Th i s  p roces s  began  back  i n  November  2002 ,  when  t he  ASRS Boa rd  appo in t ed  a  commi t t ee  t o  r e sea r ch  and  ana lyze
t h e  c o m p l e x  i s s u e s  o f  r e t i r e e  h e a l t h  c a r e .   T h i s  s t u d y  g r o u p  c o n d u c t e d  p u b l i c  m e e t i n g s  o v e r  t h e  c o u r s e  o f  t h e
n e x t  s e v e n  m o n t h s .   M e m b e r s  o f  t h e  s t u d y  g r o u p  i n c l u d e d  a n  A S R S  T r u s t e e ,  r e p r e s e n t a t i v e s  f r o m  u r b a n  a n d  r u r a l
Ar i zona ,  employe r s ,  r e t i r ee s ,  s e l ec t  i nd iv idua l s  w i th  c r i t i c a l  i n s igh t  i n  t he  de l ive ry  o f  hea l th  ca re ,  ASRS s t a f f  and
t h e  b e n e f i t s  c o n s u l t a n t .   T h e  r e s u l t s  o f  t h i s  s t u d y  w e r e  p r o v i d e d  t o  t h e  H e a l t h  I n s u r a n c e  B o a r d  C o m m i t t e e  w h o
t h e n  r e f i n e d  a n d  r e f o c u s e d  t h i s  c o n t i n u i n g  s t u d y  o n  t h e  i m p o r t a n t  h e a l t h  c a r e  i s s u e s  o f  a f f o r d a b i l i t y ,
a c c e s s i b i l i t y ,  a n d  t h e  p r o v i s i o n  o f  a p p r o p r i a t e  h e a l t h  c a r e  p l a n s  f o r  o u r  r e t i r e e  p o p u l a t i o n .

The  open  en ro l lmen t  pe r i od  w i l l  s t i l l  b e  conduc t ed  du r ing  Oc tobe r  and  p l an  changes ,  i f  any ,  wou ld  t ake  e f f ec t
January  1 ,  2005 .   Open  enro l lment  mate r ia l s  wi l l  s t i l l  be  de l ive red  in  mid-  to  l a te -Sep tember  fo r  r e t i r ees  and
d i s a b l e d  m e m b e r s  t o  s t u d y .   S h o u l d  a  c h a n g e  i n  h e a l t h  c a r e  p r o v i d e r s  b e  d e c i d e d ,  i n f o r m a t i o n  r e l a t i n g  t o  a n y
t r ans i t i on  wou ld  occu r  ove r  t he  summer  i n  an t i c ipa t i on  o f  t he  no rma l  ASRS open  en ro l lmen t  pe r iod .
A S R S  r e t i r e e s  a n d  o t h e r  i n t e r e s t e d  p a r t i e s  a r e  e n c o u r a g e d  t o  l o g o n  t o  w w w . a s r s . s t a t e . a z . u s  f o r  m o r e  t i m e l y
u p d a t e s  a s  t h e  R F P  p r o c e s s  u n f o l d s .

A S R S  I s s u e s  a  R e t i r e e  M e d i c a l  B e n e f i t s  P r o g r a m  R e q u e s t  f o r  P r o p o s a l

T h e  A r i z o n a  S t a t e  R e t i r e m e n t  S y s t e m  a n n o u n c e s  a  n e w  b e n e f i t  t h a t  a l l o w s  n e w  r e t i r e e s  t h e  o p t i o n  o f  p r o v i d i n g  a
c o n t i n u a t i o n  o f  t h e i r  H e a l t h  I n s u r a n c e  P r e m i u m  B e n e f i t  t o  t h e i r  b e n e f i c i a r y  u p o n  t h e i r  d e a t h .

C u r r e n t l y ,  r e t i r e e s  m a y  c h o o s e  a  r e d u c e d  m o n t h l y  p e n s i o n  i n  e x c h a n g e  f o r  h a v i n g  t h e  p e n s i o n  c o n t i n u e  t o  b e
p rov ided  t o  t he i r  bene f i c i a ry  a f t e r  t he i r  dea th .  Now,  t ha t  s ame  bene f i t  op t i on  w i l l  app ly  t o  t he  Hea l th  In su rance
Premium Benef i t .

The  Hea l th  In su rance  P remium Bene f i t  p rov ides  fo r  a  mon th ly  paymen t  t o  r e t i r ee s  who  pa r t i c ipa t e  i n  an  e l i g ib l e
h e a l t h  c a r e  p r o g r a m .  T h e  p u r p o s e  o f  t h i s  b e n e f i t  i s  t o  h e l p  o f f s e t  t h e  h i g h  c o s t s  o f  h e a l t h  i n s u r a n c e  p r e m i u m s  t o
r e t i r ee s .  The  Hea l th  In su rance  P remium Bene f i t  r anges  f rom $75  to  $260  a  mon th ,  depend ing  upon  cove rage
s e l e c t e d .

The  new Opt iona l  P remium Benef i t  P rogram took  e f fec t  Jan .  1 ,  2004  and  i s  ava i l ab le  to  members  who  re t i r ed  on  o r
a f t e r  t h a t  d a t e .



ASRS Investment Rates of Return

ASRS Board

Karl Polen, Chair, Phoenix
Public; term expires 2007

Jim Bruner, Vice-Chair, Scottsdale
Public; term expires 2005

Charlotte Borcher, Chandler
Retirees; term expires 2005

Jaime Gutierrez, Tucson
Educators; term expires 2007

Anne Mariucci, Phoenix
Public; term expires 2007

Dr. Keith Meredith, Tucson
Member at Large; term expires 2006

Michael Townsend, Flagstaff
Political Subdivisions;
term expires 2005

Lawrence Trachtenberg, Scottsdale
Public; term expires 2006

Steven Zeman, Phoenix
State Employees;
term expires 2006

Execut ive  Staf f
Paul Matson, Director

Anthony Guarino, Deputy Director,
Chief Operations Officer

Richard Stephenson
Deputy Director, External Affairs

Gary Dokes
Chief Investment Officer

ASRS Miss ion  Statement
The mission of the Arizona State Retirement System is to contribute towards i ts members '  long-term financial security by providing retirement,  disabili ty,  survivors '  and

health insurance benefits;  and by counseling and disseminating information to its members.

For  Y ou r  In f o rma t i o n

T h i s  g r a p h  r e f l e c t s  t h e  r a t e s  o f  r e t u r n  f o r  t h e  p e r i o d  e n d i n g
December 31,  2003.
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0
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24 .9%
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9 .6%

Al though  we  a r e  mov ing  t oward  p rov id ing  more  i n fo rma t ion
e l e c t r o n i c a l l y ,  w e  r e c o g n i z e  t h e  n e e d  f o r  p e r s o n a l  c o n t a c t .  O u r
M e m b e r s h i p  C a l l  C e n t e r  i s  w e l l  s t a f f e d  t o  a n s w e r  y o u r  q u e s t i o n s ,  a n d  w e
h a v e  b e e n  s t r i v i n g  t o  r e d u c e  t h e  t i m e  y o u  h a v e  t o  w a i t  f o r  a  s e r v i c e
represen ta t ive .  Our  ca l l  wa i t  t ime  has  improved  f rom more  than  f ive
minu te s  i n  2002 ,  t o  approx ima te ly  45  seconds  today .

O n  b e h a l f  o f  o u r  B o a r d  o f  T r u s t e e s ,  a n d  o u r  e n t i r e  s t a f f  h e r e  a t  t h e
Re t i r emen t  Sys t em,  I  p l edge  ou r  con t i nued  commi tmen t  t o  s e rv ing  ou r
m e m b e r s  a n d  e m p l o y e r s  i n  t h e  b e s t  m a n n e r  p o s s i b l e .  I f  y o u  h a v e  i d e a s  o n
w a y s  w e  c a n  i m p r o v e ,  p l e a s e  d o n ’ t  h e s i t a t e  t o  c o n t a c t  u s .  O u r  c o n t a c t
i n fo rma t ion  i s  l i s t ed  on  Page  8 .

- P a u l  M a t s o n ,  D i r e c t o r

25

 Bob  Bax te r ,  ( l e f t )  p res iden t  o f
t h e  A r i z o n a  S t a t e  R e t i r e e s
A s s o c i a t i o n  i s  p i c t u r e d  w i t h
A S R S  D i r e c t o r  P a u l  M a t s o n  a n d
former  Ar izona  Gov .  Rose
M o f f o r d .  M r .  M a t s o n  a t t e n d e d  a
l u n c h o n  s p o n s o r e d  b y  t h e
r e t i r e e s ’  a s s o c i a t i o n  l a s t  f a l l ,
a c k n o w l e d g i n g  t h e  v a l u a b l e
i n p u t  r e t i r e e  o r g a n i z a t i o n s  h a v e
p r o v i d e d  t o  t h e  A S R S  o v e r  t h e
y e a r s .

-  C o n t i n u e d  f r o m  t h e  c o v e r
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Financial Horizons
P.O.Box 33910
Phoenix, AZ  85067-3910

ASRS Financial Horizons  is published twice
a year for retired and non-retired members
of the Arizona State Retirement System.  We
welcome letters from our readers and en-
courage you to address your comments to:

Editor
Financial Horizons

P.O. Box 33910
Phoenix, AZ  85067-3910

The ASRS complies with the Americans with
Disabil i t ies Act of 1990.   This newsletter is
available in an alternate format upon request.
Contact Maurah Harrison, ADA Coordinator,
at (602) 240-5312.  Information in the news-
letter about retirement laws or policies is only
a guide. If a conflict arises between infor-
mation contained in the newsletter and the
law, the law takes precedence.

www.asrs.state .az.us

Guarding Against  Identi ty  Theft

COMMENTS?
The Arizona State Retirement System con-
tinues to appreciate your comments and
suggestions.  We encourage you to write to
us with your concerns.  Please include your
name, telephone number and Social Secu-
rity number on all correspondence.  Thank
you for your  input.

Send letters to:
Management Support Services

Arizona State Retirement System
P.O. Box 33910

Phoenix, AZ  85067-3910

ON THE WEB:
 www.asrs.state.az.us

PHOENIX OFFICE:
3300 North Central Avenue

Post Office Box 33910
Phoenix, AZ  85067-3910

(602) 240-2000

TUCSON OFFICE:
7660 East Broadway Boulevard

Tucson, AZ  85710-3776
(520) 239-3100

OUTSIDE METRO PHOENIX
 AND TUCSON:

 Toll Free at (800) 621-3778

CONTACT US!

Recen t ly ,  the re  has  been  s ign i f i can t  med ia  coverage  on  the  c r ime  o f  iden t i ty
the f t  and  i t s  p r eva l ance  i n  Ar i zona .  The  ASRS i s  p rov id ing  t he  fo l l owing
in fo rma t ion  to  he lp  you  f rom  becoming  a  v i c t im .

Ø Guard  your  Soc ia l  Secur i ty  number  c lose ly .  Don’ t  g ive  your  Soc ia l
Secu r i t y  number  t o  anyone  who  doesn ’ t  have  a  need  t o  know.  I f  i t ’ s
o n  y o u r  d r i v e r ’ s  l i c e n s e ,  a s k  t h e  M o t o r  V e h i c l e s  D i v i s i o n  t o
s u b s t i t u t e  i t  w i t h  a n o t h e r  n u m b e r .

Ø U s e  a  p a p e r  s h r e d d e r .  B e  s u r e  t o  s h r e d  o l d  b a n k  s t a t e m e n t s ,  c r e d i t
ca rd  o f f e r s  and  app l i ca t i ons ,  any  pe r sona l  f i nanc i a l  documen t s ,
exp i red  c red i t  ca rds ,  checks ,  b i l l s  and  invo ices ,  cha rge  and  deb i t
r e c e i p t s ,  a n d  i n s u r a n c e  f o r m s  w h e n  y o u  a r e  f i n i s h e d  w i t h  t h e m .

Ø Always  ma i l  you r  b i l l s ,  checks  o r  any th ing  t ha t  m igh t  have  an
account  o r  Soc ia l  Secur i ty  number  f rom a  secure  mai lbox .

Ø Wheneve r  you  have  v i s i t o r s  o r  r epa i rmen  in  you r  home ,  don ’ t  l e ave
c red i t  ca rds ,  checks ,  checkbooks ,  cha rge  r ece ip t s  o r  f inanc ia l
r eco rds  whe re  t hey  can  be  ea s i l y  v i ewed  o r  t aken .

Ø I f  a  b i l l  o r  bank  s t a t emen t  doesn ’ t  a r r i ve  on  t ime ,  f o l l ow  up  t o  f i nd
o u t  w h y .

Ø O r d e r  c o p i e s  o f  y o u r  c r e d i t  r e p o r t  o n  a n  a n n u a l  b a s i s  f r o m  a l l  t h r e e
m a j o r  c r e d i t  b u r e a u s .  R e v i e w  t h e m  c a r e f u l l y  f o r  a n y  u n a u t h o r i z e d
accoun t s  o r  l oans ,  e spec i a l l y  i f  you  a r e  p l ann ing  to  make  a  ma jo r
purchase  l ike  a  home .

The  ASRS t akes  g r ea t  c a r e  i n  p ro t ec t i ng  you r  pe r sona l  da t a ,  i nc lud ing  you r
Soc ia l  Secur i ty  number .  Each  ASRS employee  mus t  s ign  a  conf iden t i a l ty
agreement  upon  be ing  h i red  a t  the  ASRS.

To  l ea rn  more ,  con t ac t  t he  Ar i zona  A t to rney  Gene ra l ’ s  Of f i ce  a t  ( 602 )  542 -
5025  o r  v i s i t  t he i r  webs i t e  a t  www.a t t o rney_gene ra l . a z .u s ,  o r  t he  Fede ra l
T rade  Commiss ion  a t  1 -877 -FTC-HELP o r  www. f t c . gov .


